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Abstract 
Previous research suggests that small and medium sized enterprises (SMEs) can acquire 
new knowledge when operating and in international markets and, thereby, enrich their limited 
resource base. In this study, we examine the growth implications of this new knowledge. 
Building on the internationalization literature, the knowledge based view (KBV) and Penrose’s 
theory of the growth of the firm we propose that the new knowledge is a malleable resource 
enhancing different growth outcomes. Our results indicate that the accumulated experiential 
knowledge in international markets contributes to a firm’s growth advantage in international 
markets and to further internationalization. In addition, the study shows that it provides the basis 
for entrepreneurial actions such as venturing into new markets and research new international 
customers. However, our results also suggest that this new knowledge has no, or very little, 
effect on SME growth in the domestic market. 
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Introduction 
Research has not yet reached a consensus on the growth implications of the knowledge 
firms’ acquire from internationalization. The international business (IB) literature maintains that 
international markets are loci for learning. When operating in foreign markets, firms are exposed 
to different ideas, events and stimuli. Operating in these diverse circumstances expands firms’ 
experiences and fosters the acquisition of new knowledge and insights (Barkema & Vermeulen, 
1998). Hence, competing across national borders seems to give international firms an advantage 
over domestic firms in terms of endowment of new knowledge and insights. 
However, it is unclear what growth outcomes might result from this augmented 
knowledge-base. Some IB scholars highlight firms’ advantage position relative to competitors 
(Buckley & Casson, 1976; Dunning, 2000; Madhok, 1997). Proponents of the Uppsala model of 
internationalization posit that the accumulation of experiential market knowledge enhances a 
firm’s commitment to further internationalization (Johanson & Vahlne, 1977). International 
entrepreneurship (IE) scholars suggest that the new knowledge-base can provide firms with a 
platform “for expanding the scope of these firms’ activities, products, and markets, providing an 
impetus for high growth” (Sapienza, Autio, George, & Zahra, 2006: 919). Accordingly, the 
purpose of the research presented in this article is to investigate the relationship between 
knowledge acquired from internationalization and different growth outcomes in international 
SMEs. We address the following questions: What are the effects of the knowledge acquired from 
internationalization on different growth outcomes? Does this new knowledge enhance a firm’s 
growth relative to its competitors? Does it enhance the degree of further internationalization? 
Does it foster entrepreneurial growth. i.e., the development of new products or the approaching 
new customers and markets? 
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Addressing these issues has practical relevance, especially for the development of 
international small and medium sized enterprises (SMEs). On the one hand, international 
expansion provides small and medium sized firms with additional knowledge, enriching their 
limited resource base. On the other hand, internationalization might spread SME limited resource 
base too thin (Benito & Welch, 1997) and create internal coordination problems. 
We use primary, longitudinal data on internationally active, Swedish SMEs. In small 
market countries, such as Sweden, internationalization is common. This makes Sweden an 
attractive context for our investigation. Following Westhead et al. (2001) a six-year research 
period was chosen. This responds to the call for assessing firm internationalization and growth 
over longer periods of time (Davidsson, Achtenhagen, & Naldi, 2006; McDougall & Oviatt, 
1996). 
 
Theory and Hypotheses 
Knowledge Acquired From Internationalization and Firm Growth 
Several theoretical perspectives recognize the centrality of knowledge augmentation for a 
firm’s future expansion. As Penrose (1995: xii) states in the Foreword to the 1995 edition of her 
book: “[T]he growing experience of management, its knowledge of the other resources of the 
firm and the potential for using them in different ways, create incentives for further expansion as 
the firm searches for ways of using the services of its own resources more profitably”. The 
knowledge-based view (KBV) also emphasizes the importance of the acquisition of new 
knowledge for improving a firm’s growth prospects (Grant, 1991). For instance, Kogut and 
Zander (1996a: 383) maintain that “what a firm has done before tends to predict what it can do in 
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the future”; and that the knowledge accumulated by a firm provides the basis for its future 
expansion. 
This view is echoed in the IB literature which links the acquisition of knowledge to the 
foreign activities of a firm. Most IB scholars seem to agree that knowledge augmentation 
through internationalization enhances a firm’s growth prospects. The internationalization 
perspective (Buckley & Casson, 1976, 1979) and the eclectic theory (Dunning, 2000) highlight 
MNE unique advantages relative to those possessed by their foreign competitors. These scholars 
increasingly acknowledge that these unique advantages stem from MNEs’ knowledge-based, 
intangible assets and point at “the growing importance of multinationality, per se, as an 
intangible asset on its own right” (Dunning, 2000: 169). Likewise, Madhok (1997) maintains that 
operating in diverse environments may be a key asset of the international firm and a key source 
of its success, since it provides the firm with a superior knowledge base. The link between 
knowledge and firm growth lies at the heart of the Uppsala internationalization model (Johanson 
& Vahlne, 1977) and the literature on international new ventures (McDougall & Oviatt, 1996). In 
the Uppsala model, the accumulation of experiential knowledge through progressive 
internationalization enhances a firm’s commitment to further internationalization (Johanson & 
Vahlne, 1977). The literature on international new ventures highlights the advantages of learning 
through internationalization for young entrepreneurial firms (Autio, Sapienza, & Almeida, 2000). 
Despite these similarities, these theoretical perspectives appear to differ in terms of the 
role and growth implications of new knowledge resources. On the basis of these differences, 
three views on the implications of knowledge from internationalization for growth can be 
identified. These views are summarized in Table 1. 
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Table 1 Views on The Role of Knowledge and its Growth Implications. (inspired by 
Prashantham (2005) 
 
Theoretical perspectives Role of knowledge resources  Growth implications 
 Knowledge-based view 
 Internationalization 
perspective 
 Eclectic theory 
Rent-yielding role Firm’s growth relative to competitors 
 Uppsala 
internationalization 
model 
Regulating role Internationalization  
 International new 
venture perspective Enabling role Entrepreneurial growth  
 
 
The knowledge-base view (Grant, 1991), the internalization perspective and the eclectic 
theory stress the rent-yielding role of knowledge. Knowledge is seen an idiosyncratic 
organizational asset which may be source of competitive advantage. As it is stated by Grant and 
Baden-Fuller (2004,: 66): “Knowledge is the overwhelmingly important productive resource in 
terms of market value and the primarily source of Ricardian rents”. Likewise, the internalization 
perspective (Buckley & Casson, 1976, 1979) and the eclectic theory (Dunning, 2000)  see 
international firms as possessors of some rent-yielding, firm-specific advantages, primarily in the 
form of know-how. By leveraging on these unique knowledge assets, a firm can improve its 
relative performance vis-à-vis its rivals; and growth is achieved as a firm grows more than the 
majority of its competitors. 
The Uppsala internationalization model (Johanson & Vahlne, 1977) assigns a regulating 
role to knowledge resources (Yli-Renko, Autio, & Tontti, 2002). The knowledge gradually 
accumulated by a firm, increases both its ability to organize and manage international activities 
as well as its willingness to commit more resources to these activities (Johanson & Vahlne, 
1977). In turn, a firm’s increased commitment into foreign markets translates into an increased 
presence in and dependence upon those foreign markets. As explained by Johanson and Vahlne 
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(2003,: 91) “Through commitment to foreign markets the firm becomes dependent on these 
markets. It becomes bond to the markets […] For instance, when operating in an expanding 
market the firm will have reason not only to serve that market to the same extent as earlier but to 
increase its investments in the market in a way that corresponds to its growing dependence on the 
sales in that market”. Thus, knowledge derived from international markets increases a firm’s 
internationalization. 
While the Uppsala internationalization model emphasizes the behavioral constrains 
imposed by the firm’s existing knowledge base, the IE literature “stresses the growth 
amplification capacities inherent in knowledge resources” (Sapienza, Autio, & Zahra, 2003,: 2). 
Accordingly, it assigns an enabling role to knowledge: it provides firms with a platform for 
proactively pursuing opportunities and taking entrepreneurial actions (Sapienza et al., 2006, 
2006; Yli-Renko et al., 2002). Entrepreneurial actions undertaken by international SMEs might 
result in entrepreneurial growth, e.g. the development and commercialization of new products, 
the entry into new markets and/or the service of new customers (Hitt et al., 2001). 
These views on the role of knowledge and its growth implications are complementary 
rather than contradictory. It could even be argued that each view emphasizes a different aspect of 
Penrose’s theory of the growth of the firm (Yli-Renko et al., 2002). The rent-yielding role 
knowledge is consistent with Penrose’s view that firms can make efficiency gains and grow 
exploiting under-utilized resources (Lockett, 2005). The regulating role of knowledge highlights 
the path dependent character of firm growth. The enabling role of knowledge is consistent with 
Penrose’s view that growth is an entrepreneurial process, which is driven by entrepreneurs 
seeking to exploit productive business opportunities, and where the ability to perceive productive 
opportunities depends upon the learning taking place in the organization. Consequently, in 
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SMEs, knowledge resources acquired from internationalization can be expected to play multiple 
roles and have several growth implications. In the following, we develop hypotheses which 
specify the different growth implications of newly acquired knowledge. 
 
Knowledge and Firm Growth Relative to Competitors 
A firm’s advantage over rivals is arguably rooted in its intangible, firm-specific resources 
(Barney, 1991; Kogut & Zander, 1992). Market and technological knowledge generated from 
internationalization have a great potential to contribute to SME growth relative to that of major 
competitors. First, new market and technological insights enable SMEs to improve their 
competitiveness by predicting and responding to changes in customers’ preferences, creating and 
maintaining durable relationships with customers and channel members (Song, Droge, 
Hanvanich, & Calantone, 2005), as well as operating more efficiently (Wolff & Pett, 2006). 
Second, knowledge resources have been found enhancing firm performance in dynamic 
environments (Miller & Shamsie, 1996). Consequently, knowledge resources are particularly 
crucial for the success of SMEs competing in highly dynamic and competitive international 
markets. 
Third, the knowledge base generated from internationalization is rooted in each firm’s 
experience (Kogut & Zander, 1993). Consequently, it is largely idiosyncratic and difficult to 
imitate or replicate by competitors (Madhok, 1997). Etemad and Wright (1999) view such 
internally developed resources as sources of a firm specific advantage over competitors. 
Similarly, Liesch and Knight (1999,: 358) argue that: “precisely because it is difficult to obtain, a 
surplus of tacit knowledge on internationalization is likely to provide a firm with competitive 
advantage”. When it comes to using the newly acquired knowledge base, Liesch and Knight 
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(1999) suggest that SMEs might have an ‘inherent advantage’ over larger firms. SMEs are more 
innovative, more customer oriented and faster in implementing new technologies and meeting 
customers’ needs. These arguments are supported by Yli-Renko et al. (2001) who found that the 
acquisition of market and technological knowledge in young technology firms contribute to their 
ability to build competitive advantage. Further, Yeoh (2004) found that a firm’s technological 
and market learning are positively related to its performance. Lu and Beamish’s (2001) study 
also shows that the performance and competitiveness of international SMEs improve as new 
knowledge is developed. There is also evidence that new knowledge resources generated from 
internationalization support a firm’s superior growth in international markets. For instance, 
Knight and Cavusgil’s (2004) study confirmed that each firm’s unique knowledge base drives its 
superior growth in international markets. This evidence suggests that: 
 
Hypothesis 1a:  Knowledge acquired from internationalization is positively related to a 
firm’s overall growth relative to its competitors 
Hypothesis 1b:  Knowledge acquired from internationalization is positively related to a 
firm’s growth relative to its competitors in international markets 
 
Knowledge and Internationalization 
Market and technological knowledge generated from internationalization also contribute 
to a firm’s internationalization (Kogut & Zander, 1992). The Uppsala internationalization model 
suggests that market knowledge, developed when managing foreign activities, supports further 
foreign expansion (Johanson & Vahlne, 1977). Specifically, the newly developed international 
expertise and skills enable firms to overcome the risks and disadvantages of foreignness. Support 
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for this view can be found in Eriksson et al’s (1997) study. The authors show that knowledge 
about foreign markets reduces perceptions of the costs of further internationalization, which may 
lead to an increased commitment into those markets. In a study of Norwegian firms, Juul and 
Walters (Juul & Walters, 1987) found that market knowledge gathered by a foreign subsidiary in 
one country, is used for exporting in other countries. Further, the findings of Hart and Tzokas 
(1999) suggest that export marketing information enhances internationalization and Presutti et 
al.’s (2007) study shows that market knowledge acquired from key foreign customers enhances 
sales growth in international markets. 
The acquisition of new technological insights may also boost internationalization. First, 
technological knowledge renders the firm less constrained by distance or national boundaries 
(Autio et al., 2000). There is evidence that technology-intensive SMEs are indeed significantly 
more export-oriented than their less technologically-based counterparts (Keeble, Lawson, Smith, 
Moore, & Wilkinson, 1998). Second, internationalization is a means for exploiting the newly 
acquired technological insights. This is particularly true for resource constrained SMEs, which 
can ill afford to underutilize the resources at their disposal. For instance, Bell et al. (2004) report 
that internationalizing SMEs accelerated their cross boarder expansion to motivate the 
acquisition of new technologies. Further, there is evidence that internationalization is enhanced 
by a firm’s technological capabilities (Leiblein & Reuer, 2004), process and product innovation 
(Wolff & Pett, 2006). 
In sum, new market and technological knowledge supplement SMEs’ intrinsic 
deficiencies in resources and capabilities, which impose constrains on their internationalization 
efforts (Etemad & Wright, 1999; Lu & Beamish, 2001). This argument holds for growth oriented 
SMEs, too. Nummela’s (2005) study suggests that growth oriented companies want to grow 
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internationally, but only a few of them achieve growth in international markets because of 
limited knowledge resources. This evidence suggests that: 
 
Hypothesis 2:  Knowledge acquired from internationalization is positively related to 
increases in a firm’s degree of internationalization 
 
Knowledge and Entrepreneurial Growth 
As discussed above, knowledge resources generated from internationalization also enable 
the identification and exploitation of previously unexploited opportunities. As such, they enable 
entrepreneurial growth: the development and commercialize new products, the entry into new 
markets and/or the service of new customers (Hitt et al., 2001). As explained by Wiklund and 
Shepherd (2003,: 1308), “knowledge about market and technology are two strands of procedural 
knowledge that […] increase a firm’s ability to discover and exploit opportunities”.  Overall, 
new knowledge, both about market and technology, might lead to a modification and 
restructuring of the theory-in-use in the firm and mental models (Blomstermo, Eriksson, & 
Sharma, 2004). Nonaka and Takeuchi (1995) suggest that periodic ‘breakdowns’ of routines, 
habits and cognitive frameworks in an organization might inspire individuals intention and 
commitment throughout the organization. When illustrating the consequences of such a 
breakdown in a Japanese firm, Nonaka  and Takeuchi (1995,: 98) note: “these employees, who 
had pride in the traditional core business, felt that unless they could […] develop a completely 
new product based on a unique technology, their ability to improve competitiveness would be 
questioned”. Hence, new knowledge might help the firm to fashion new behaviors through which 
unexploited market opportunities can be pursued (Hitt et al., 2001). 
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Market knowledge contributes to the discovery and exploitation of opportunities in at 
least two ways. First, experiential market knowledge makes it possible for the firm to perceive 
and act upon ‘concrete’ opportunities, such as responding to their customers’ problems and 
proposing alternative solutions (Johanson & Vahlne, 1977). For instance, Shane’s (2000) study 
confirms that people’s prior knowledge of customers’ problems influences the discovery of new 
products and services. Second, foreign market knowledge reduces SMEs’ liability of foreignness 
(Hymer, 1970). Hence, it allows SMEs to take advantage of new local opportunities, which are 
not available to purely domestic firms. As confirmed by Chetty and Campbell-Hunt’s (2003) 
study, the knowledge acquired through internationalization may open whole new markets and 
new products. 
New technological knowledge can also enhance the discovery and exploitation of 
opportunities (Wiklund & Shepherd, 2003). First, new technological knowledge provides a base 
through which innovations (Leonard-Barton, 1995) and new business methods (Knight & 
Cavusgil, 2004) can be developed. New technological insights might also facilitate the 
development of new core competences and thereby, decrease a firm’s likelihood of falling into 
competency traps (Levitt & March, 1988). Second, new technological knowledge provides firms 
with a platform for targeting new customers and new markets (Autio et al, 2000; Zahra, Ireland, 
& Hitt, 2000). Abernathy and Clark (1985), found that technologies can be used to create new 
market niches. Notably, firms do not need to anticipate the new applications as they accumulate 
new technological skills and knowledge. Cattani (2005), in a study of the emergence and 
evolution of fiber optics technology, shows that firms can generate economically valuable 
innovations from skills and knowledge already acquired, instead than creating new resources 
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from scratch. Hence, SMEs can enter new markets or serve new customers by capitalizing on 
their diverse technological expertise. 
New opportunities could be discovered and exploited in both domestic and international 
markets (Yli-Renko et al., 2000). Given that market and technological knowledge resources 
allow SMEs to act in new ways (Huber, 1991) we can expect SMEs to do things differently and 
accomplish new things in the home market as well as abroad. Thus, 
 
Hypothesis 3a:  Knowledge acquired from internationalization is positively related to a 
firm’s entrepreneurial growth in domestic markets 
Hypothesis 3b: Knowledge acquired from internationalization is positively related to a 
firm’s entrepreneurial growth in international markets 
 
Penrose (1959; 1995) maintains that at any time there are limits to the number of 
opportunities an entrepreneur can ‘see’ and take advantage of.  She further holds that the ability 
to ‘see’ previously unrecognized opportunities- labeled entrepreneurial judgment - is contingent 
upon the knowledge and insights within the firm (Ghoshal, Hahn, & Moran, 2002). Similarly, the 
entrepreneurship literature maintains that a person’s idiosyncratic knowledge “creates a 
‘knowledge corridor’, that allows him/her to recognize certain opportunities, but not others” 
(Shane, 2000,: 452). Hence, ceteris paribus, new market and technological knowledge generated 
from international markets are more likely to enhance the discovery and exploitation of 
opportunities in international markets than in domestic markets. This prediction is in line with 
Eriksson et al.’s (1997) view, which assumes that knowledge acquired from internationalization 
is, to a certain extent, content-wisely different from other types of knowledge, such as the 
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knowledge acquired from domestic operations. Consequently, it is more likely to influence a 
firm’s entrepreneurial growth in international markets than in domestic markets. Thus, 
 
Hypothesis 3c: The relationship between knowledge acquired from internationalization 
and entrepreneurial growth in international markets is stronger than the relationship 
between knowledge acquired from internationalization and entrepreneurial growth in 
domestic markets 
 
Method 
Sample and Data Collection 
For screening purposes we started with a sample designed to be representative of 
privately owned Swedish SMEs, comprising of 2 455 firms in four broadly defined industry 
groups. These firms were interviewed over the phone in spring 2000. Out of the 1633 firms 
which responded to the phone interview, 885 firms reported being involved in at least one of the 
following international activities: foreign sales, marketing completed abroad, production 
completed abroad, R&D completed abroad and sourcing from abroad. These 885 international 
SMEs were, thus, selected as eligible cases and followed up longitudinally. 
In fall 2000, these firms received a mail questionnaire, which was retuned by 436 firms. 
In 2006 a new data collection was launched to follow up on the development of the 885 
international SMEs. We chose a six-year research period as we are interested in the long-term 
effects of the knowledge acquired from internationalization. Prior to contact these firms, their 
status was checked in different data sources (i.e. Affärsdata and Amadeus). It resulted that 218 
firms had suspended their operations or changed their legal form and were dropped from the 
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sample. In spring 2006, attempts were made to contact by phone those 667 firms which were still 
in business and had not been taken over. A short phone interview was designed to gathered 
information on the firms’ status. Out of the selected 667 firms: 109 firms could not be 
interviewed as they either refused the interview or could not be reached; 3 firms did not complete 
the questionnaire, but wanted still to  be part of the study; and 555 answered to the phone 
interview. These 555 which answered the phone interview, and the 3 firms, which had shown 
interests in the study, received a mail questionnaire in fall 2006. 311 firms returned usable 
questionnaires, yielding a response rate of 37, 5%. 
The targeted respondent was the CEO. This choice was made in the light of the key role 
played by the CEO in SMEs. Within smaller firms, chief executives are directly involved in the 
business (Preisendorfer & Voss, 1990) and have first-hand information on what is going on in 
the firm (Yusof & Aspinwall, 2000). In addition, decisions concerning the internationalization of 
smaller businesses rest very much in the hands of the CEOs (Coviello & Munro, 1997). The 
CEOs’ answers to the survey’s instruments were combined with a series of separated fielded 
data. 
 
Sample Selection and Sample Attrition Bias 
Sample selection bias. When investigating SME growth, restricting the analysis to only 
international firms might create a selection bias. Since firms are able to decide on their 
involvement in international activities, it is likely that the observed levels of firm growth are 
conditional upon unobserved factors that influence SMEs’ internationalization choice. To detect 
and correct for this bias, we will use the Heckit technique (Heckman, 1979). This modeling 
approach comprises two-steps. First, one should estimate a first-stage model to specify the 
selection equation and calculate an outcome variable, which is called Inverse Mills Ratio (IMR) 
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or hazard rate or lambda. Then, one should use IMR as a control variable in the subsequent 
analysis of firm growth. In this way it is possible to assess and possibly correct for sample 
selection bias in the estimation of firm growth. 
The probit model will include variables influencing both the decision to be international 
and SME growth. Yet, to be properly constructed, it should also include at least one variable that 
influences SME decision to be international, but not directly SME growth. To identify such a 
variable is not an easy task. Internationalization is, per se, a business expansion. Most factors 
influencing the choice of internationalization also influence firm growth. However, whether the 
firm has or not a Swedish name can be expected to influence the likelihood of a firm’s 
internationalization, but not directly its growth. First, the choice of a Swedish name might imply 
a certain local orientation of the firm. Second, having a name that is difficult to understand and 
remember outside Sweden can make it more difficult for companies to go international. Thus, we 
will include whether or not the firm has a Swedish name in the probit model. This factor is not 
expected to predict SME growth. The other variables in the probit model are: CEO age, major 
industry group, firm size class, major governance type and growth aspirations. These factors can 
be expected to influence SME international entry (Brush, Edelman, & Manolova, 2002) as well 
as growth (Delmar, 1997). 
Sample attrition bias. Growth is risky and time consuming for small and medium sized 
firms. The variables that impact SME growth may also cause bankruptcy, failure (George et al., 
2004) and unwillingness to continue participating in the study. Thus, the Heckit technique will 
be used to check and possible correct for sample attrition bias. The probit model will estimate the 
probability that the 885 SMEs-- which in spring 2000 reported having being international—drop 
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out of the sample in 2006. The IMR obtained from this analysis will be included in the 
subsequent analyses. 
The probit model will include a first set of variables that can predict drop-outs as well as 
firm growth. These variables are: CEO demographic characteristics (CEO age, CEO gender and 
CEO formal education in business administration), CEO experience (CEO prior managerial 
experience, CEO prior experience from the same industry, CEO prior experience from other 
industries), major industry group, firm size class, firm age, major governance type and past 
performance (Delmar, 1997). The probit model should also include at least another variable that 
predicts attrition, but does not have a direct effect on firm growth. As for the sample selection 
model discussed above, it is not easy to identify factors which may impact firm survival, but not 
firm growth. In a study of new Swedish firms, Dahlqvist  et al. (2000) find that whether or not a 
firm is located in a main metropolitan area is related to its marginal survival, but not to its 
performance, measured in terms of sales growth, employment growth and profitability. This 
result seems to suggest that, at least in Sweden, a firm’s location in main metropolitan areas may 
influence its survival, but not directly its growth. Hence, we will include a broad location dummy 
variable (major metropolitan areas vs. other locations) into the probit model estimating sample 
attrition. 
 
Operationalization of the Dependent Variables 
Little consensus exists on how to measure firm growth (Delmar, 1997). Scholars 
increasingly focus on profitable growth (Ireland, Hitt, Camp, & Sexton, 2001)— they consider 
firm growth as a multi-dimensional construct encompassing an ‘expansion’ dimension and a 
more ‘financial’ dimension. This combination of expansion and financial indicators seems to 
reflect the practitioners’ view on firm growth as well. A recent study shows that, when asked 
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about their view on firm growth, entrepreneurs consider profitable growth— namely, profitable 
increase in sales— important for the growth of their businesses (Achtenhagen et al. 2004). 
Growth relative to competitors. We assess growth relative to competitors by asking the 
respondents to compare on five-point scale the growth of their firm with the growth exhibited by 
their two main competitors, over the previous three years, in terms of: 1) sales, 2) company 
value, 3) net profit and 4) cash flow. The sum total of managers’ responses to the four items was 
averaged (alpha = 0.84). These items were included in the 2006 mail questionnaire. 
The first two items— sales growth and growth of the company value—capture the 
‘expansion’ dimension of firm growth (Hitt et al., 2001). There is some agreement that sales or 
revenue growth is preferablre to employment growth as indicator of a company’s expansion 
(Davidsson et al., 2006). We include growth of the company value because it is seen as the most 
important outcome variables by entrepreneurs and small business owners (Achtenhagen et al. 
2004). The last two items— profit and cash flow— capture the financial dimension of firm 
growth (Hitt et al., 2001). Net profit is chosen over other profitability indicators, again because 
of its importance for practitioners. Cash flow is chosen because it is an index of financial 
soundness, particularly relevant in the context of SMEs. Cash flow problems have caused many 
small firms to fail (Brush, Edelman, & Manolova, 2002). 
Growth relative to competitors in international markets. We assessed growth relative to 
competitors in international markets by asking the respondents to compare on five-point scale the 
foreign growth of their firm over the previous three years with that of their two main 
competitors. This was done separately for growth of foreign sales and profitability of foreign 
operations (foreign sales comprises revenue from direct and indirect export, licensing revenue 
from abroad, and revenue obtained from sales subsidiaries abroad)  
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The sum total of managers’ responses to the two items was averaged (alpha = 0.77). 
These items were included in the 2006 mail questionnaire. 
Degree of internationalization. Internationalization is not a state but a continuous choice 
that managers make relative to domestic circumstance (Sullivan, 1994). Consequently, most 
measures of firm internationalization are ratios. The use of a single item has been object of 
discussion as multiple-item measures better represent the different facets of firm 
internationalization (i.a. George, Zahra, & Wiklund, 2002; Reuber & Fischer, 1997). 
Consequently, we measure internationalization as an index of two items: 1) share of foreign 
sales; and 2) share of profits generated by international operations (alpha = 0.82). This 
information was included in the 2006 mail questionnaire. 
Entrepreneurial growth. Entrepreneurial growth entails three types of actions: 1) serving 
new customers 2) developing and commercializing new products/services; 3) moving into new 
markets (Hitt et al., 2001). Accordingly, entrepreneurial growth in domestic markets is measured 
by asking the respondents to estimate which percentage of their sales came from: 1) Swedish 
customers that the firm did not have three years before, 2) products or services that the firm was 
not selling or delivering in Sweden three years before, 3) geographic markets in Sweden (e.g. 
regions) that the firm did not serve three years before. Entrepreneurial growth in international 
markets is measured by asking the respondents to estimate which percentage of their sales came 
from 2) international customers that the firm did not have three years before, 2) products or 
services that the firm was not selling or delivering in international markets three years before, 3) 
international markets that the firm did not serve three years before. These questions were 
included in the 2006 mail questionnaire. Our measures of entrepreneurial growth comprises of 
three separate sets of actions that are not necessarily reflections of a common, underlying 
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construct and therefore not correlated by logical necessity. Hence, entrepreneurial growth in 
domestic markets and entrepreneurial growth in international markets will be included in the 
analyses as three separate variables each. 
 
Operationalization of the Independent Variable 
Knowledge acquired from internationalization. Measuring organizational knowledge is 
not an easy task. Commonly used proxies, such as patents and citation counts, are often crude 
and inadequate: e.g. they are restricted to technology or science based industries (King & 
Zeithaml, 2003). In addition, our study focuses on the procedural type of knowledge: e.g. 
technological and market know-how. This knowledge is difficult to measure as it is use-specific 
and embodied in actions and skills (Gupta & Govindarajan, 2000). At the same time, 
organizational knowledge is captured through language, rendering even the measurement of 
procedural knowledge dependent upon declarative knowledge (King & Zeithaml, 2003). Survey-
based measures have also been considered appropriate for assessing knowledge acquisition and 
effectively used, among others, by Zahra et al. (2000), Gupta and Govindarajan (2000) and Yli-
Renko et al. (2001). 
Therefore, we measured the acquisition of market and technological knowledge with 
eight statements reflecting the market and technological know-how that SMEs have acquired 
from their international activities. The items are based on Zahra et al. (2000), Gupta and 
Govindarajan  (2000) and Yli-Renko et al. (2001). The questionnaire instructions read as follow: 
“Companies may learn different skills from their international operations. We are interested to 
know the extent to which your company has learnt new skills and insights form its operations 
outside Sweden in a set of different areas”. The eight areas were: 1) production technology (ways 
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to produce products/services); 2) production design (ways to work out the production process); 
3) production planning; 4) R&D; 5) promotion, 6) sales, 7) distribution, and 8) customers 
relationships: 10) introduction of new products/services. The sum total of managers’ responses to 
these eight items was averaged (alpha = 0.77). These items were included in the 2000 mail 
questionnaire 
 
Control Variables 
The study includes several control variables that may influence SME internationalization 
and growth. Prior research suggest that CEO demographic characteristics, such as, gender and 
level of education as well as CEO experience might affect SME internationalization and growth 
(Brush, Edelman, & Manolova, 2002; Delmar, 1997). The first two demographic characteristics 
were measured by self-reported age and gender. Level of education was measured by dummy 
coding whether or not the CEO had at least a bachelor degree. Prior experience was measured by 
three dummy variables. The first variable recorded whether or not the CEO reported having prior 
leadership experiences.  The second variable recorded whether or not the CEO reported having 
prior working experience from the same industry. The third variable recorded whether or not the 
CEO reported having prior working experiences from other industries. 
Firm characteristics, such as firm age, size, governance type and the industry where the 
firm competes are important predictors of firm internationalization (Westhead, Wright, 
Ucbasaran, & Martin, 2001) and growth (for a review, see (Delmar, 1997) and therefore included 
as controls. Firm age was measured by the number of years the firm had been in existence. Size 
was measured by the number of the firm’s employees. Governance type was measured by 
dummy coding whether the firm was independent or belonged to a business group. Industry was 
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measured using dummy codes for the SMEs’ primary business. The analysis includes three 
dummy variables reflecting the firms’ businesses: manufacturing, service and retail, and other 
industries. Prior research also suggests that the routines and processes through which firms 
transform and exploit knowledge might influence their growth prospects (Sapienza et al., 2006, 
2006; Zahra & George, 2002). Therefore, we controlled for these organizational routines and 
processes by including a six-item scale investigating the extent to which SMEs shared and 
recombined information (alpha 0.89). 
Choices for Data Analysis 
Several analysis techniques are used in this study. Probit analysis is used as a first step in 
the Heckit technique, when assessing and controlling for sample selection and sample attrition 
bias (the results of these analyses are reported in Appendix). We use multiple regression analysis 
for testing Hypotheses 1-2. Because the variables measuring entrepreneurial growth are 
proportions (see section on operationalization of the dependent variables) we use fractional logit 
regression analysis (also known as flogit), developed Papke and Wooldridge (Papke & 
Wooldridge, 1996),for testing Hypothesis 3. When estimating two or more fractional logit 
models with STATA, it is possible to estimate and store the simultaneous (co)covariance of the 
coefficients, via a specific estimation command: SUEST. This procedure allows testing 
coefficients across the equations, which is important for testing Hypothesis 3b. 
 
Analysis and Results 
 
In this section we present the results. The section is structured as follows. First, we report 
the results for the Heckit technique assessing sample attrition bias and for the Heckit technique 
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assessing sample attrition bias. Second, we illustrate the results for the multiple regression and 
fractional logit regression analyses. Prior to these analyses we checked for multicollinearity 
issues. Among the study’s independent and control variables, the correlation with the greatest 
magnitude is 0.24. The variance inflation factors (VIF) of each independent and control variable 
confirm that multicollinearity is not a problem. The largest VIF of each independent variable is 
2.60, which was below the rule-of-thumb cut-off of 10 (Hair, Black, Babin, Anderson, & 
Tatham, 2006). 
Corrections for sample bias. Multiple regression and fractional logit regression analyses 
are estimated including the IMR variable correcting for sample selection bias and the IMR 
variable correcting for sample attrition bias (the first-stage probit model estimating sample 
selection bias and the first-stage probit model estimating sample attrition bias are displayed in 
Appendix I). The results do not appear to be significantly affected by sample attrition bias. The 
IMR variable correcting for sample attrition is not significant and its inclusion does not 
significantly change the other parameters in any of the analyses. Hence, we will report the results 
without the IMR variable controlling for sample attrition. However, we find evidence of sample 
selection bias in the estimation of internationalization and entrepreneurial growth. Hence, for 
these analyses, we will report the results which include the IMR variable controlling for sample 
selection. 
Results for Hypothesis 1a and Hypothesis 1b. To test Hypothesis 1a, which suggests that 
knowledge acquired from internationalization is positively related to firm growth relative to 
competitors, we can examine the coefficient of knowledge acquired from internationalization on 
overall firm growth relative to competitors in Model 1 (Table 2). This coefficient is not 
significant. Thus, no support is obtained for Hypothesis 1a. Support is found for Hypothesis 1b, 
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which expects knowledge acquired from internationalization to be positively related to growth 
relative to competitors in international markets. In Model 2, the coefficient of knowledge 
acquired from internationalization on firm growth relative to competitors is positive and 
significant (beta=0.18, p<0.05). 
Table 2. Multiple Regression Analysis For Growth Relative To Competitors, Growth 
Relative to Competitors in International Markets, and Internationalization 
 
 Growth relative to competitors  
Growth relative to 
competitors in 
international markets 
Internationalization  
 Model 1 Model 2 Model 3 
IMR (selection bias) - - -0,41** 
CEO age  0.01 0.00 0,02 
CEO gender  -0.07 -0.14+ 0,05 
CEO formal business education  -0.047 -0.04 -0,13+ 
CEO prior management experience  -0.01 0.06* 0,07 
CEO prior experience from same 
industry  0.09 0.19 0,05 
CEO prior experience from other 
industries  0.00 -0.00 -0,05 
Manufacturing  -0.11 -0.07 -0,15 
Service  -0.00 -0.17+ -0,15 
Retail  -0.21* -0,18* -0,04 
Size  0.02 0.01 0,12 
Firm age  0.07 0.13 0,03 
Independent  -0.13 -0.11 -0,17* 
Knowledge processes  0.12 0.49*** 0,32*** 
    
Knowledge acquired  from 
internationalization  0.02 0.18* 0,21** 
N 143 136 136 
R2 0.08 0.42*** 0,43*** 
Adjusted R2 -0.01 0.35 0,36 
Change-R2 0.14 0.01+ 0,16*** 
Note: Change-R2 is calculated on the basis of the model which only included the control variables; *** p<0.001, ** 
p<0.01, * p<0.05, + p<0.1; beta= normalized beta coefficient 
 
 
Results for Hypothesis 2. Hypothesis 2 suggests that knowledge acquired from 
internationalization is positively associated with internationalization. Testing this hypothesis is 
accomplished by examining the coefficient of knowledge acquired from internationalization in 
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Model 3 (Table 2). The results from the multiple regression analysis show that knowledge 
acquired from internationalization has a positive and significant impact on internationalization in 
Model 2 (Beta=0.21, p<0.01). Hence, we find support for Hypothesis 2. 
Results for Hypotheses 3a. Hypothesis 3a predicts that knowledge acquired from 
internationalization is positively associated with entrepreneurial growth in domestic markets. 
Testing this hypothesis requires consideration of the impact of knowledge acquired from 
internationalization on the three dimensions of entrepreneurial growth in domestic markets: share 
of sales from new customers in domestic markets (Model 4- Domestic in Table 3); share of sales 
from new products/services in the domestic markets (Model 5- Domestic in Table 3) and share of 
sales from new geographic markets in Sweden (Model 6- Domestic in Table 3). 
Knowledge acquired from internationalization has statistically significant impact neither 
on sales from new customers nor on sales from new products in Sweden. However, it has a 
positive and statistically significant impact on sales from new geographic regions in Sweden (z-
coefficient 0.29, p<0.05). Thus, we find only limited support for Hypotheses 3a. Knowledge 
acquired from internationalization enhances entrepreneurial growth in domestic markets when it 
comes to venturing into new geographic markets in Sweden. Instead, there is no evidence that 
this knowledge enhances entrepreneurial growth when it comes to selling to new Swedish 
customers or providing new products/services to the Swedish market.
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Table 3. Fractional Logit Regression Analysis for Entrepreneurial Growth in the Domestic Market and International Markets 
 
 
 Sales from new customers Sales from new products Sales from new markets 
 Model 4 Models 5 Models 6 
 Domestic International Domestic International Domestic International 
 z odds z odds z odds odds z odds odds z odds 
IMR (selection bias) 0,71 2,03 -1,79* 0,17 -0,27 0,76 -2,88*** 0,06 1,44* 4,20 -0,44 0,65 
CEO age  0,01 1,01 0,01 1,01 -0,02 0,98 0,03 1,03 -0,03+ 0,97 -0,12 0,89 
CEO gender 0,36 1,43 2,75* 15,72 1,85 6,36 1,90 6,71 0,56 1,76 2,31 10,09 
CEO formal business education  -0,12 0,89 -0,13 0,87 -0,50 0,61 -0,57+ 0,57 -0,35 0,71 -0,25 0,78 
CEO prior management experience  -0,10 0,91 -0,12 0,89 -0,06 0,95 -0,18 0,84 0,08 1,08 0,79+ 2,20 
CEO prior experience from same 
industry  -0,10 0,90 0,20 1,23 -0,40 0,67 -0,02 0,98 -0,07 0,93 -0,58 0,56 
CEO prior experience from other 
industries  -0,08 0,93 0,18 1,19 -0,15 0,86 0,26 1,29 0,33 1,39 -0,34 0,71 
Manufacturing  -0,21 0,81 -0,78 0,46 0,01 1,01 -0,33 0,72 0,78 2,17 -1,09* 0,34 
Service   0,06 1,06 -0,87 0,42 0,23 1,26 -1,05 0,35 0,10 1,11 -0,43 0,65 
Retail  -0,09 0,92 -0,22 0,80 2,15* 8,61 2,08* 8,03 -0,15 0,86 -11,34*** 0,00 
Size  0,00+ 1,00 0,00 1,00 0,00 1,00 0,00 1,00 0,00 1,00 0,00 1,00 
Firm age  0,00 1,00 -0,01 0,99 0,00 1,00 0,00 1,00 -0,01 0,99 0,00 1,00 
Independent   0,38+ 1,46 -0,02 0,98 0,34 1,40 0,03 1,03 0,92*** 2,52 1,71*** 5,52 
Knowledge processes  -0,11 0,89 0,34* 1,41 -0,26 0,77 0,64*** 1,90 -0,23 0,79 -0,31 0,74 
             
Knowledge acquired  from 
internationalization  0,06 1,07 0,31** 1,36 0,23 1,26 -0,27 0,76 0,29* 1,33 0,86*** 2,37 
             
N 137  137  131  131  137  137  
Pseudo Log_likelihood -38.12  -23.75  -35.24  -20.18  -23.03  -3.10  
Note: Change-R2 is calculated on the basis of the model which only included the control variables; *** p<0.001, ** p<0.01, * p<0.05, + p<0.1
 
Results for Hypotheses 3b. Hypothesis 3b predicts that knowledge acquired from 
internationalization is positively associated with entrepreneurial growth in international markets. 
This hypothesis is tested examining the impact of knowledge acquired from internationalization 
on the three measures of entrepreneurial growth in international markets: share of sales from new 
international customers (Model 4-International in Table 3), share of sales from new 
products/services in international markets (Model 5- International in Table 3) and share of sales 
from new international markets (Model 6- International in Table 3). Knowledge acquired from 
internationalization has a positive and statistically significant impact on sales from new 
international customers (z=0.31, p<0.01) and on sales from new international markets (z=0.86, 
p<0.001). However, the effect on international sales from new products is not statistically 
significant. 
In sum, we find partial support for Hypothesis 3b. Knowledge acquired from 
internationalization enhances entrepreneurial growth in terms of selling to new international 
customers and to new international markets; yet, it does not contribute to entrepreneurial growth 
in terms of providing new products/services to international customers. The same conclusions 
can be drawn from the analyses estimating the impact of each strand of knowledge separately. 
Results for Hypotheses 3c. Hypothesis 3c predicts that the effect of knowledge acquired 
from internationalization on entrepreneurial growth in international markets is stronger than the 
effect of knowledge acquired from internationalization on entrepreneurial growth in domestic 
markets. Testing this hypothesis requires performing a series of tests of inequality of coefficients 
across equations. However, as discussed above, knowledge acquired from internationalization 
does not have a significant impact on the following dimensions of entrepreneurial growth: sales 
from new Swedish customers, share of sales from new products/services in Sweden, and sales 
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from new products/services in international markets. Hence, we cannot perform the 
aforementioned tests of inequality between non-significant coefficients, since there is not 
evidence that these coefficients are statistically different from zero. As concerns entrepreneurial 
growth measured by sales from new customers and by sales from new products, hypotheses 3c 
cannot be supported. 
Knowledge acquired from internationalization has a significant impact on the share of 
sales from new geographic markets in Sweden (Model 6-Domestic, Table 3) as well as on the 
share of sales from new international markets (Model 4-International). Hence, we can test 
whether the z-coefficient of knowledge acquired from internationalization in Model 6-
International is stronger than the z-coefficient of knowledge acquired from internationalization in 
Model 6-Domestic. The test of inequality shows that the former effect is the stronger. Hence, we 
find support for Hypotheses 3c as concerns sales from new markets. (To perform the test of 
inequality we test the following null hypothesis: H0: z-coefficient [Knowledge acquired from 
internationalization in Model 5-Domestic] >= z-coefficient [Knowledge acquired from 
internationalization in Model 6-International]. First, we test whether the two z-coefficients are 
equal [Chi-squared test= 13.33, p=0.0003]. Then we use the results to calculate the appropriate 
p-value of H0.  The p-value of H0 is 0.0001. Hence, H0 can be rejected.  This implies that the 
coefficient of knowledge acquired from internationalization in Model 6-International is 
significantly stronger than the coefficient of knowledge acquired from internationalization in 
Model 6-Domestic).  
 
Overall, only limited support is found for Hypothesis 3c. The relationship between 
knowledge acquired from internationalization and entrepreneurial growth in international 
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markets is stronger than the relationship between knowledge acquired from internationalization 
and entrepreneurial growth in domestic markets only for one dimension of entrepreneurial 
growth: venturing into new geographic markets. 
 
Discussion and Conclusion 
SMEs are increasing their international presence. What emerge from our results is that 
knowledge acquired from internationalization is a malleable resource, which can play several 
roles and positively influence different growth outcomes. First, it can play a rent-yielding role, 
contributing to SME growth advantages in international markets. Second, it can play a 
commitment-regulating role, enhancing SME internationalization. Third, it can function as an 
enabler of SME entrepreneurial actions, yet mainly in international markets. 
 
Evaluation of Results 
SME growth relative to competitors. Our results indicate that the knowledge acquired 
from internationalization is not a significant predictor of overall firm growth relative to 
competitors; it, however, predicts SMEs’ international growth relative to competitors. This 
means that market and technological know-how derived from international markets contributes 
to SMEs’ competitive advantage in international markets, but not necessarily in domestic 
markets. These results are important because they indicate that market and technological know-
how acquired from internationalization might give rise to a unique bundle of firm-specific 
knowledge resources that SMEs can use to outperform their competitors in international markets. 
In these terms, some support is found for the international business literature which emphasizes 
the rent-yielding role of knowledge resources (Dunning, 2000; Madhok, 1997). However, the 
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fact that this new knowledge base gives SMEs a growth advantage only in international markets 
suggests that the new knowledge base is not only firm-specific, but also specific to international 
markets. This, in turn, can be due to one or more of the following reasons. First, as a result of 
saturation in their domestic niche market, these firms use the new market and technological 
intelligence to support international success. For instance, Knight and Cavusgil (2004) find that 
leveraging unique services or technological excellence allows young firms to develop offerings 
that appeal to international niche markets, helping them to achieve some sort of ‘monopolistic’ 
advantage in international markets. 
Second, it is possible that the newly acquired knowledge base contributes to SMEs’ 
competitiveness in more uncertain environment— such as international market— rather than in 
more stable, domestic markets (Miller & Shamsie, 1996). Third, it could also be that the content 
of the know-how acquired from international markets is context specific and, thus, not easily 
transferable to domestic markets, i.e. transferring this know-how would come at certain costs. 
For instance, Yeoh (2004) finds that technological information gained from international 
expansion activities does not directly translate into greater profits for the company, because of 
the additional costs of internalizing the new technological insights in the current operations. 
Fourth, it may be the case that many managers restrict the total size of the business (Wiklund, 
Davidsson & Delmer, 2003) and that those with more international knowledge are showing a 
preference for a larger share – and are able to get it – of international operations because they 
find it more profitable or because it brings other benefits. 
SME internationalization. The results indicate that market and technological know-how 
obtained from international markets enhance SMEs’ continued expansion in international 
markets. These findings provide reasonable support for the Uppsala internationalization model, 
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which suggests that the knowledge acquired from international activities influences firms’ 
decisions concerning the commitment of resources to foreign markets (Johanson & Vahlne, 
1977). Specifically, they support the regulating role of newly acquired knowledge: knowledge 
derived from international markets influences the perceptions and commitments of the firm, so to 
solicit a greater disposition toward foreign activities (Yli-Renko et al., 2002). 
The meaning of these results goes beyond support for the Uppsala internationalization 
model. The results provide support to our predictions regarding the impact of the procedural type 
of knowledge (e.g. market know-how and technological know-how) on SME 
internationalization. This type of knowledge, as anticipated by Penrose (1959) and others, is 
more likely to have an impact on SME internationalization than the declarative type of 
knowledge, e.g. know-what. The results also indicate the importance of both strands of 
knowledge (market and technological) for SME internationalization. In these terms, they 
reconcile the Uppsala internationalization literature (Johanson & Vahlne, 1977), which solely 
focuses on market knowledge, with the international new venture literature (Oviatt & McDougal, 
1994) and the internalization literature (Buckley & Casson, 1976), which also acknowledge the 
importance of technological knowledge. This is similar to what Buckley and Carter (1999) call 
complementarity of between market and technological knowledge. For a firm to expand its 
customers’ base in today’s dynamic international markets it would not be enough to know how 
to market or distribute its products or services, without knowing how to develop its 
products/service offering. The vice versa is equally true. For instance, market knowledge is 
important for choosing the areas of R&D to undertake. 
SME entrepreneurial growth.  The results provide only limited support for the expected 
positive effect of knowledge acquired from internationalization on entrepreneurial growth in 
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domestic markets. Specifically, the results indicate that knowledge acquired from 
internationalization enhances sales from new geographic markets in Sweden. Yet, it does not 
have a significant impact on sales from new Swedish customers or sales from new 
products/services in the Swedish market. 
The fact that knowledge acquired from internationalization enables SME to sell to new 
geographic markets in Sweden is not surprising. Venturing into new geographic regions in 
Sweden is an example of geographic expansion, and as such, it requires a knowledge base 
similar to that developed when expanding across national boarder. Hence, the firm can quickly 
process this knowledge and use it in its ongoing operations (Zahra, Neck, & Kelley, 2004). In 
addition, this type of entrepreneurial action is not particularly risky, for resource-constrained 
SMEs: it does not necessarily involve investments in specialized physical assets, such as capital 
investments in production and technological innovation; and it is psychically near (Johanson & 
Vahlne, 1977). More surprising is the fact that the new market and technological knowledge does 
not seem to provide the basis for spotting and exploiting domestic opportunities, other than those 
related to geographic expansion. Building on the literature on international new ventures, we 
expected the new knowledge to provide SMEs with a platform for expanding not only their 
domestic markets (i.e. sales from new geographic regions in Sweden), but also the scope of their 
domestic activities (i.e. sales from new Swedish customers) and their product/service offering 
(i.e. sales from new products in Sweden). The non-significant impact of knowledge acquired 
from internationalization on sales from new Swedish customers and new products/services in 
Sweden might have several causes. 
First, reaching new domestic customers or developing new products/services requires 
SMEs to diversify their position through market development or by undertaking technological 
 31
innovation. These moves would require considerable efforts for SMEs and would draw time 
from alternative course of actions in international markets (Kanter, 2000,). In accordance with 
this interpretation, Sapienza et al. (2005) find evidence of a trade-off between international and 
domestic operations in young international venture, and argue that this trade-off might result 
from an unintended shift of resources from domestic to international efforts. Second, and partly 
related to the first point, it could also be that the new knowledge acquired from 
internationalization influences what productive opportunities SME managers ‘see’ and ‘take 
advantage of’ (Penrose, 1959): e.g. as a consequence of the new knowledge, in the eyes of 
SMEs’ managers  the productive opportunities in the domestic markets become less attractive. 
This interpretation falls very much in line with Penrose’s concept of entrepreneurial judgment. 
When elaborating on the cognitive content of the firm’s productive opportunities, she posits that 
there “…is a close relation between the various kinds of resources with which the firm works and 
the development of ideas, experience and experience of its managers” (Penrose, 1959: 85}. 
We find somewhat more support for the expected positive effect of knowledge acquired 
from internationalization on entrepreneurial growth in international markets. Specifically, the 
results indicate that knowledge acquired from internationalization enhances sales from new 
international markets and sales from new international customers. Yet, it does not have a 
significant impact on sales from new products/services in international markets. 
Overall, these results support the view put forward by the international entrepreneurship 
literature (Oviatt & McDougal, 1994) that new knowledge derived from international markets 
might play an enabling role: it facilitates the recognition and active pursuit of expansion 
opportunities (Yli-Renko et al., 2002). Viewed alongside our earlier findings, these results also 
support the aforementioned trade-off between pursuing opportunities in international vs. 
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domestic markets. First, there is some evidence that new market and technological knowledge 
influences the pursuit of more opportunities in international markets than in the domestic market. 
For instance, the new knowledge base begets international market development (i.e. increase in 
sales from new international customers), but not domestic market development (i.e. increase in 
sales from new Swedish customers). Second, even when geographic expansion opportunities are 
pursued in domestic as well as in international markets, the study shows that knowledge acquired 
from internationalization enhances international geographic expansion more than domestic 
geographic expansion. As observed above, the fact that entrepreneurial growth in international 
markets comes at the expense of entrepreneurial growth in domestic markets can results from the 
close relation between the newly acquired knowledge and what opportunities SMEs’ managers 
can ‘see’ and can take advantage of (Penrose, 1959): the knowledge obtained in international 
markets opens to the firm a whole range of new productive opportunities, shifting managers’ 
attention way from the domestic markets. 
Conclusion 
In conclusion our study provides useful insights into the growth implications of learning 
from internationalization. The study shows that internationalization pays off in the long run. The 
accumulated experiential knowledge in international markets can play a pivotal role in achieving 
a competitive position in the international arena and spurring further internationalization. In 
addition, it provides the basis for entrepreneurial actions such as venturing into new markets and 
reaching new international customers. However, the study also shows that expansion in 
international markets might come at the expense of growth in the domestic market. Thus, 
managers need to be aware of the possible trade-off between international and domestic 
expansion. 
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APPENDIX A 
 
Table A1 Probit Model for Selection Bias model (Dependent Variable = International in 
2000)+ 
 
 Probit  coefficient Standard  error 
CEO gender (male)  0.38** 0.14 
Manufacturing  1.25*** 0.10 
Service  0.26** 0.09 
Retail -0.19 0.10 
Size  0.28*** 0.07 
Independent   -0.19** 0.07 
Growth aspiration  0.14* 0.06 
Firm name  -0.70*** 0.09 
Constant -0.14 0.17 
   
Log likelihood -874.21  
LR Chi square 416.61***  
Pseudo R2 0.19  
N 1570  
p< 0.05; ** p<0.01; ***p<0.001 + Positive coefficients indicate a greater probability of being international in 2000 
 
Table A1 Probit Model for Selection Bias Model (Dependent Variable =1 If the Firm 
Attrited in 2006; 0 Otherwise)+. 
 
 Probit coefficient Standard error 
CEO age  0.00 0.01 
CEO gender   -0.13 0.22 
CEO formal business education  0.05 0.11 
CEO prior management experience  -0.10 0.11 
CEO prior experience from same industry  -0.13 0.11 
CEO prior experience from other industries  0.04 0.11 
Manufacturing  -0.42** 0.14 
Service   -0.21 0.15 
Retail  0.22 0.20 
Size  -0.00 0.00 
Firm age  0.00 0.00 
Independent   0.01 0.11 
Past growth relative to competitors  -0.11 0.07 
Main metropolitan areas  0.12 0.11 
Constant 1.19* 0.49 
   
Log likelihood -489.22  
LR Chi square 36.63***  
Pseudo R2 0.04  
N 815  
p< 0.05; ** p<0.01; ***p<0.001; + Positive coefficients indicate a greater probability of attriting from the sample 
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